THE CARNEGIE FOUNDATION FOR THE ADVANCEMENT 
OF TEACHING 


576 FIFTH AVENUE, NEW YORK 


November 7th, 1918. 


DEAR PRESIDENT FALCONER: 
tl 


By direction of the Executive Committee of the Foundation, I am forwarding to the President 
of each College and University associated with the Foundation two important papers: 

(1) A statement of the rules for retiring allowances, as approved at a special meeting of the 
Trustees, April 22, 1918. 

(2) A statement just issued by the Teachers’ Insurance and Annuity Association of America, 
describing the various insurance and annuity policies offered by the Association, together 
with the rates for each policy. 

These two statements, taken together, indicate the precise terms upon which the teachers in the 
associated Colleges prior to November 17, 1915, will be eligible to pensions under the non-contributory 
plan; the benefits that teachers entering the associated institutions after this date will receive through 
the Carnegie Foundation; and the rates at which these teachers may obtain insurance and annuity 
contracts through the Teachers’ Insurance and Annuity Association. They embody the results of the 
years of work of the Foundation, and enable the associated institutions to take up the details of the 
future annuity system, and also describe the insurance policies suited to the varying desires of teachers. 

The Foundation requests that these papers be promptly considered by the governing bodies of the 
associated institutions, in order that the status of teachers entering such institutions in the future may 
be accurately defined assoonas possible. I will forward to you as many copies of these statements as 
you may desire for the use of the trustees, officers and teachers. 


ir 


To facilitate the examination that institutions and teachers will desire to make, I am directed 
to call your attention to the following matters, most of which have been set forth in the various reports 
of the Foundation. 

In changing from a system of non-contributory pensions to one of deferred annuities the Found- 
ation has provided, through the aid of the Carnegie Corporation, for a continuance of the pension 
system upon a generous basis to all professors and instructors in the associated colleges on November 
17, 1915. The rules for the administration of these pensions are fully set forth in the statement 
enclosed. The advantages of the insurance and the annuity policies offered by the Association are 
also open to these teachers. 

The Foundation thus relieves the associated Colleges of responsibility for pensions of teachers 
whose services began before the date mentioned. The problem of the associated Colleges concerns 
itself with the younger men just entered, and those to enter in the future. 
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In considering the protection of the teacher against dependence, it has been made clear that the 
question of insurance cannot be separated from that of the old age annuity. It will, however, be borne 
in mind that insurance is considered a responsibility of the teacher alone. On the other hand his 
employer, the College, has both a financial interest in the old age annuity and a moral responsibility 
to share in providing it. The immediate questions with which the boards of government of the 
associated Colleges are concerned are, what is the cost to the College for its participation in the system 
of contributory old age annuities? And what will be the ultimate load? 

The suggested contributions to the old age annuities are as follows: 


(1) The teacher pays into the Teachers’ Insurance and Annuity Association five per cent of his 
salary in monthly payments, made through the College Treasurer. 


(2) The College makes a similar payment of five per cent. upon the salary up to a maximum 
which the College will fix, and which will probably approximate the pay of a full professor , 


(3) The premiums paid to the Teachers’ Insurance and Annuity Association become the 
property of the Association. In exchange the teacher receives an annuity policy—a 
contract which guarantees that in case he dies before the stated age a sum equal to the 
premiums with interest will be paid to his dependents; and that in case he lives to the 
stated age a selected annuity of equivalent value will be paid. Neither the College, the 
Association nor the Carnegie Foundation will have any power to modify the contract 
adversely to the teacher, nor to divert any part of the proceeds from the purpose for which 
they were intended as stated on the policy. 

The cost to the College for participation in this system can never exceed a fixed percentage of 
the salary roll. For the associated Colleges the initial cost would be very small; the full load to be 
reached after a number of years will amount to approximately five per cent. of the salary cost for 
professors and instructors. For an associated College whose salary roll for these teachers amounts to 
$100,000 it is estimated that the annual cost will begin with an expenditure of between $500 and 
$1,000 and will grow year by year to the full load of $5,000 in the course of twenty to thirty years. 
The exact cost to each institution will of course be easily determined when the number of new teachers 
and their salaries are definitely known. The cost is one entirely within the ordinary expenditures of 
College administration. Under no other plan could a College provide a permanent retiring allowance 
system at so small an expense. 
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While the cost of the participation to the College and the general method of administration is 
thus indicated, there still remain certain details to be settled in inaugurating the plan of insurance and 
annuities upon which the Carnegie Foundation has not yet expressed a judgment, and concerning 
which it would be glad to receive the opinions of the associated institutions. The more important 
questions of detail which still await determination are the following: 


(1) Shall participation to the extent of a fixed minimum be made a condition of College service 
for instructors entering in the future, or shall the matter of participation be left to the 
decision of the individual teacher? 

The Commission appointed to report on a pension system made the following recom- 
mendation: “‘To attain its full purpose, participation in the pension system to the full 
extent of an agreed minimum should form a condition of entering the service or employ- 
ment, the members of which are co-operating in the pension system.” 


(2) Shall the College begin its contribution as soon as the teacher becomes a contributor, or 
shall it begin its contribution only after the teacher has had two, three, or five years 
of service? 


(3) Shall the College contribute the same proportion of the salary as the teacher, or a different 
proportion? and shall this be a constant percentage, five per cent., or shall it begin with a 
larger percentage gradually diminishing, or vice-versa? 

It has been assumed in the discussions of the Foundation that the College and the teacher 
would contribute the same percentage up to a fixed minimum, beyond which the College 
would not contribute. There are advantages in some fair degree of uniformity of practice 
among the Colleges of the United States and Canada. 

What limit of salary shall be fixed by the College beyond which it will not contribute 
toward an annuity is a matter for individual institutions to decide. With the associated 
Colleges this question will not be serious. The great body of their present teachers will 
receive pensions from the Carnegie Foundation. If these teachers desire to provide 
additional annuities through the Teachers’ Insurance and Annuity Association, that is a 
matter for the individual; it may, of course, be done without prejudice to any benefit 
which he might receive from the Carnegie Foundation. The associated Colleges are con- 
cerned with the new men. As a rule these men begin with low salaries. It would seem, 
therefore, fair for a College to co-operate with any teacher in the provision for an annuity 
by payment of the agreed percentage up to the amount of the normal salary of the full 
professor. 

The Executive Committee of the Carnegie Foundation will gladly receive from the Presidents 
and governing bodies or faculties of the associated institutions any suggestions regarding these matters, 
or concerning other details relating to the inauguration of the contributory plan. 

An inspection of the rules as printed in the enclosed statement will make clear that while teachers 
entering the associated Colleges in the future will not receive full paid pensions directly from the 
Foundation, these teachers will continue to receive privileges of great value, among which is a pension, 
granted after five years of service, in case of complete disability, based upon a surrender to the Founda- 
tion of the teacher’s Deferred Annuity Policy. This provision meets a serious need not dealt with 
under the former rules. 

It will be understood that the great endowment of the Foundation remains untouched. The 
income from it will be used for many years chiefly in paying the pensions of teachers now in the asso- 
ciated Colleges. As this income is released it will be devoted to the advancement of teaching in the 
Colleges and Universities of America, along such lines as the Trustees may judge to be wisest. The 
Colleges and Universities associated with the Foundation will continue to have certain great privileges 
by reason of that relation. 


I am, very truly yours, 
(Signed) Henry S. PRITCHETT. 
PRESIDENT ROBERT A. FALCONER, 


University of Toronto, 
Toronto, Ont., Canada. 
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